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E. J. Dionne Jr. 

The Hawks 
Vs. the 
Cutters 

Who would have imagined that a big 
tax cut would become unpopular or that a 
large group of House Republicans would 
push to exclude upper-income people \ 
from some of the benefits of the party’s 
package? Are these recalcitrant Republi- 
cans, as Speaker Gingrich might put it, , 
just a bunch of socialist redistributionists? . 

Have no fear of the last. But the rough “ 
water the tax cuts are encountering 
reveals some important political facts. ’ 
First, Republicans themselves are of 
many minds on the tax issue. They 
disagree not only on whether tax cuts are 
a good idea but also on which cuts matter r 
most Second, the case for the middle- 1 


code pushes parents, particularly moth- 
ers, out of the home in search of extra 
income. The best thing for kidsis to have : 
parents, around, and the best way to let J 
them be there is to allow middle-income t 
people to keep more of their money. 7 
The House Republicans’ tax cut plan is ! 
big — $700 trillion over a decade — be- ~ 
cause it contains something for all the tax - 
cutting wings. But many supply-skiers - 
think the pro-family tax cut is a waste of 
money. Some of them (represented by n 
the Wall Street Journal editorial page) ! 
think the middle-income tax cut smacks .. 
of McGovemite redistributionism. They ’ 
prefer across-the-board reductions and \ 
care especially about “capgains.” The ; 
pro-family types have signed off on capi - 1 
tai gains cuts, but would be mighty 
unhappy if the middle-income tax cut , 
were jettisoned. Thus the GOFs prob- 
lem: Any efforts to reduce the size of the ; 
tax cut plan to appease the deficit hawks 


class tax cut in particular has been made 7 
badly because many Republicans don’t 
like the implications of the strongest 
arguments on its behalf, and because * 
President Clinton is caught up in a tricky - 
balancing act between what he says now • 
about tax reduction and what he said two 
years ago about deficit reduction. 7 , 

On taxes. Republicans come in many ■% 
shapes and sizes. There are the old- ; L 
fashioned deficit mavens (such as Sens. • " 
Bill Cohen, John Chaffee, Bob Packwood 1 
and, much of the time, Pete Domenid) 7 
who think it’s a mistake to mess around 
with taxes until the deficit problem is - 
solved. Another old-fashioned crowd are s 
the business tax cutters. They like their ?, 
tax provisions to contain words such as ? 
“depredation,” “retained earnings,” “ex- f 
pensing” and “depletion.” ' 

The newer and better-known schools 
are the supply-siders and the pro-family 7 
types. The supply-siders’ magic words ‘ 
are “capital gains tax cuts,” usually short- ! 
ened among those in the know to “cap- 
gains,” and “marginal rate cuts’’— Le., 
cuts in the tax rates on people with the ; 
highest incomes. The supply-siders are 
quite honest in asserting their belief that * 
the best way to promote savings and ’ 
investment is to increase the incentives 
that flow to those who have the most 
money to save and invest. 

Finally, the pro-family Republicans 
care passionately about helping middle- 
income parents. They argue that the tax 


could set off fierce fights among me ... 
tax-cutting factions. Take away any one 
piece of the plan and you enrage some- 
body. That’s why Gingrich is trying to 
hold the whole tax cut proposal together. 

The supply-siders are more than half 
right in seeing the middle-class tax cut as 
being about shifting the tax burden 
around. But the issue here is not wild 
redistributionism but simple equity. It is 
a fact that people in the middle range of 
income have not enjoyed the same tax . 
reductions that the well-off and, to some ’• 
degree, the poor have received over the 
past 15 years. Especially because of 
rising Social Security payroll taxes, the 
burden on middle-income people has 
edged up as taxes on those above and 
below them have gone down. Second, a P 
large chunk of middle-income Americans , 
(especially blue-collar workers) has seen 
its earnings before taxes slip because of f 
technological change and global competi- 
tion. The best case for middle-class tax -■ 
relief rests on the idea that government s 
at least ought not be making their situa- ; 
tion worse. 

But can middle-class taxes be pared ! 
down in tandem with serious deficit re- 
duction’’ Robert Shapiro of the Progres- : 
sive Policy Institute thinks that’s possi- s - 
ble. Earlier this month, he offered a 
revised version of his extremely useful 
proposal toward that end. Shapiro calls-; 
his program “Cut and Invest,” and there; 
are cuts on his list to offend everybody. - 
He has identified $131 billion in spending! 
cuts that could come over five years from “ 
trimming subsidy programs for particular 1 
interests, and another $134 billion that 
could be raised by ending narrowly tar- 
geted tax benefits. 

Shapiro’s plan has won favorable at- 
tention across the political spectrum (and 
from such defidt hawks as Budget Direc- 
tor Alice Rivlin) because he links a good 
free market prindple — that government * 
ought not subsidize particular business; 
sectors — with a concern for equity, a^ 
desire for substantial further defidt re - 1 
duction, and a belief that some govern- ’ 
ment spending (in areas such as job ! 
training, education and basic sdence) 
could increase economic growth and:; 
average living standards. p 

But whatever its broader merits, Sha- :- 
piro’s List could be especially helpful in ' 
solving the middle-class tax cut conun- 
drum. The defidt hawks have a point! 
when they say it’s foolish to cut govern - 1 
ment revenue while the defidt looms so-’ 
large. Equity fans can make a good case « 
for relief to the middle class. Why not; 
combine these two notions and argue 
that any tax cuts should be matched, - 
doBar-for-dollar, with new revenues that 
would come from shutting down the 1 ’ 
most egregious of the special interest tax ^ 
breaks? Come the summer and fall, when - 
deficit hawks and tax cutters are at each- 
other’s throats, they may find that a ; 
formula for peace lies somewhere on 
Shapiro’s list. 



